The phenomenon of overindebted private households has created economic and political concern, also in Germany. Using measures of relative (over-) indebtedness which relate household income and debt services to different concepts of subsistence level, this paper investigates the question whether severe household indebtedness is mainly driven by trigger events such as unemployment, childbirth, divorce, or death of a household member expenditure or whether household characteristics are the prevailing determinants. Exploring the panel structure of the German Socio-Economic Panel (GSOEP), the results suggest that a further child is likely to cause severe household indebtedness. Unemployment also worsens the relative debt situation, mainly due to the income drop. Strokes of fate and events such as wedding and cohabitation do not have a direct effect on the risk of overindebtedness. However, if these events come along with a change of the number of adult household members, the associated income shock may trigger severe indebtedness, too.
Introduction
Demand for credit and household indebtedness have risen notably in European countries in the last years. The phenomenon of overindebted private households has created economic and political concern, also in Germany. In addition, there are households with only a small residual income after paying their debt service as well as people who perceive their debt situation as a heavy burden. In contrast, the very little amount of contributions in this research field is astonishing.
Needless to say, debt and overindebtedness are closely related research fields but some important distinctions have to be accounted for. Indebted households may behave rationally and smooth consumption over the life-cycle. Even a very high debt-to-income ratio or a high debt burden may only reflect a strong preference for present consumption by reducing future consumption or the necessity to deal with severe adverse income shocks. If the household is still able to fulfill the debt obligations and, at the same time, to maintain a minimum of household expenditure, a high debt burden is not worrying at all, especially if repaying the debt comes along with wealth accumulation.
However, even if an overindebted household saves by repaying e.g. building loans, it is justified to study its behavior since this household takes the (at least partly) voluntary decision to consume extremely little in the current period. Since the household budget already below a subsistence level, this household shows a strong financial fragility. The link to a precarious social status (receipt of public transfers, poverty etc.) is obvious. This could justify a sociopolitical intervention since indebtedness usually affects all household members, including children. A direct consequence of overindebtedness results from the fact that a large share of debt owed by overindebted persons is never paid back (including secured debt). This has implications for the institutional setting, especially on the financial market.
Descriptive evidence suggests that certain events with an impact on household income and expenditure are likely to trigger overindebtedness (Jentzsch/San José Riestra, 2006; Knobloch et al., 2008 ). This finding is in line with the well-known theoretical implications of the Permanent Income Hypothesis: Unexpected adverse income shocks should explain a notable share of household debt.
However, since econometric analysis on household indebtedness is still scarce (also for Germany), causalities are not clear. In addition, little is known about the strength of the single events and the question whether they mainly affect the household income or the debt burden as well. This paper investigates the question whether and to which extent severe household indebtedness is driven by (at least partly) exogenous shocks on income or expenditure or whether household characteristics are the prevailing factors. The paper uses the German Socio-Economic Panel (GSOEP) to examine the causal impact of trigger events such as recent unemployment, strokes of fate (death of household members, household breakdown after separation or divorce), changes in household composition (wedding, cohabitation) , and childbirth in a household's biography on its debt situation. I apply measures of relative (over-) indebtedness (Korczak, 2003) . These measures relate household income and debt services to different concepts of subsistence level (non-seizable household 3 income and the potential social assistance level). The used measures of indebtedness show the severity of household indebtedness and the risk to enter a precarious debt situation: they comprise dichotomous concepts of overindebtedness as well as debt indicators that include the margin of the household income that remains after paying the debt service. According to its definition, relative overindebtedness may arise due to changes in all of its three components, namely income, debt, or subsistence level. Therefore, I also check to which extent trigger events are likely to change the debt burden itself or whether the income shock resulting from the trigger event is the prevailing factor in explaining severe household indebtedness. To my knowledge, this is the first paper that applies econometric methods to this concept.
The paper is structures as follows: The second section reviews relevant contributions of the literature regarding overindebtedness and financial distress, with a focus on Germany. The third section describes the dataset and the applied methodology. Descriptive results are presented in the fourth section. The fifth section shows the results of the econometric analysis. The sixth section concludes.
Literature overview
The literature lacks a uniform definition of overindebtedness. Important approaches refer to subjective (self-assessed) and to objective/relative overindebtedness (income after debt service lies below a subsistence level, namely the seizure-free household income and the social assistance level) (Korczak, 2003) .
Besides self-assessed overindebtedness or overborrowing, subjective overindebtedness is often measured by statements on difficulties in repaying debt (Betti et al., 2007) , account overdrafts, the unability to save (Fricke et al., 2007) , or the usage of debt counseling (Federal Statistical Office, 2008 , Korczak, 2004a . Fricke et al. (2007) use the data from the German Socio-Economic Panel (GSOEP) of 2005 and, by applying an OLS-regression, they identify age, education and living in a partnership as a statistically significant and negative as well as unemployment as a statistically significant and positive determinant of potentially debt-related financial problems such as a perceived burden by consumer credits, the inability to pay accommodation costs, the unability to save or the usage of account overdraft (for the latter: only age is significant). For the EU countries, Betti et al. (2007) find that self-assessed overindebtedness ("difficulty or severe difficulty in making debt payments") is more frequent among young, high-income individuals (a strange result) and lone parents 1 . In a descriptive analysis for Great Britain, Kempson (2002) finds self-assessed overborrowing more frequently among young and single householders, lone parents, tenants, low-incomes, unemployed and part-time workers, as well as among households who recently experienced income drops. Using the British
Household Panel Survey, Rio/Young (2005b) use an ordered-probit model and identify the unsecured debt-income ratio, the level of mortgage income gearing, the level of financial wealth of households, health, ethnicity and marital status as the main determinants of self-reported financial distress 2 . Bridges/Disney (2004) find that the risk of arrears on debt among British couples is higher for lowincome, younger, and less-educated households as well as for tenants (tobit model). Interestingly, they find a positive influence of wage and working on arrears for lone parents (probably due to a better credit standing).
There are very few and only descriptive studies that use relative/objective measures to investigate explicit overindebtedness. For Germany, Fricke et al. (2004) and Zimmermann (2007) find that low-income households are more likely to be overindebted. Knobloch et al. (2008) exploit the (non-representative) data from the German debt-counselling agencies and find that the risk of being overindebted rises with the number of children and unemployment while it is lower for older people and households with more than one adult. The main triggers for overindebtedness (reported by debt counselers) are "critical events" (57%) and "avoidable behavior" (16%, mainly bad financial management and excessive consumption To my knowledge, there is no contribution in the literature applying econometric analysis to investigate objective/relative overindebtedness as defined above. Instead, overindebtedness is often proxied, mostly by measures of high debt burdens. Descriptive results for Germany suggest that the debt service as share of (equivalent) income is higher among poor households (Knies/Speiss, 2003) . In an econometric analysis for Germany, Great Britain and the US, Brown/Taylor (2008) identify a negative and significant influence of age, income and education (the latter only for Great Britain) and a positive and significant influence of the number of children on the probability to have a negative household wealth as well as a negative and significant influence of age on the unsecured debt-toincome ratio. Kempson (2002) finds two main groups who are characterized by high debt repayments (more than 25% of income), namely low-to-middle income households with low credits but relatively high repayments and households who recently experienced income drops.
4 2 However, one may put the informational value of these findings into question: The study uses the unsecured debt-income ratio, the level of mortgage income gearing and the level of financial wealth of households as objective measures for the financial distress of a household. It is not astonishing that households are able to selfreport their objective situation. 3 The study by Knobloch et al. only refers to people who are indeed overindebted and relies partly on statements given by the counselors while the studies by the Federal Statistical Office and Korczak use information of all debt-counseling clients including self-assessed triggers of overindebtedness. However, not all clients of debtcounseling agencies are necessarily overindebted. 4 There are further empirical contributions dealing with experience from the US, also an important literature strand on consumer insolvency and bankruptcy (e.g. DeVaney/Hanna, 1994 and 1995; Fay et al., 2002; Gross/Souleles, 2002) . Since the institutional setting of both the financial market and the consumer bankruptcy regimes are quite different, it could be misleading to transfer the findings from the US to Germany. Due to the As for the determinants of debt in Germany, Brown/Taylor (2008) behavior, procrastination and hyperbolic discounting (Laibson et al., 2000) , irrational behavior, excessive preference for present consumption, lack of financial or debt literacy (Lusardi/Tufano, 2008) or supply-driven overindebtedness, e.g. by predatory lending (Stegman/Faris, 2003) . As discussed above, there is empirical evidence for statistical correlations between income shocks (trigger events) and overindebtedness. In the following, I intend to analyze whether these events have indeed a causal impact on severe household indebtedness.
Dataset description and methodology
I use the German Socio-Economic Panel (GSOEP) to study the debt performance of German households. The GSOEP, located at the DIW Berlin (German Institute of Economic Research) started in 1984. In 2008, it surveyed more than 20,000 individuals in more than 11,000 households. In addition to relevant information on income components, socio-demographics and household composition, the GSOEP comprises information on repayments for housing loans and for consumer lack of space, I therefore refrain from discussing the US results and focus on empirical findings for Germany and other European countries.
6 credits by a household and on the amount of these monthly liabilities 6 . The household questionnaire also collects a self-assessed debt burden 7 .
However, the GSOEP has a main drawback for debt-related research questions: Housing loans and consumer credits only form a part of overall household debt. Private credits, unpaid tax obligations, payment arrears of rent or alimony as well as outstanding bills of telephone companies and mail-order houses constitute important sources of household debt (Angele, 2007) . However, due to data limitations, these debt components cannot be accounted for. A further limitation lies in the fact that overindebted households may have announced their insolvency (and household members may have entered the private insolvency proceedings) or stopped repaying debt. These households would not be identified as being overindebted. It is further conjecturable that people are not completely aware of their amount of debt burden and, in addition, underestimate the monthly repayment (e.g. interest payments due to account overdrafts).
To examine the severeness of a household's indebtedness, I apply the measures of relative overindebtedness mentioned above. I proceed in the following way: In a first step, I calculate the household income after debt repayments for every household. In a second step, I compute a potential social assistance level that a household would have obtained in the respective year 8 . In a third step, I
calculate the non-seizable income of a household 9 . This non-seizable household income is notably higher than the social-assistance level. Using the household income, the debt burden and the different subsistence levels of a certain household, I create several measures of a household's debt performance in a fourth step. These measures are displayed in Table 1 .
The measure OI1 indicates whether a household is overindebted, namely whether its income after repaying debt lies below the non-seizable income. OI2 shows whether the household income after debt repayments lies below the potential social-assistance level. Since the household income may be 6 The exact wording of the questions is the following: Do you still have financial obligations, for example loans or a mortgage, for this house or flat in which you live? (yes/no); How high are the monthly loan or mortgage payments including interest for this loan or mortgage? (euros per month); Aside from debts on loans for home and property ownership, are you currently paying back loans and interest on loans that you took out to make large purchases or other expenditures? (yes/no); How high is the monthly rate that you pay on these loans? (euros per month). 7 Does repaying these loans place a major burden on your household, a minor burden, or no burden at all? (major burden/minor burden/no burden) . 8 My calculation is in line with the legal basis of the social assistance in Germany (Zwölftes Sozialgesetzbuch, Twelfth social welfare statue book). An important information is household size as well as on the number and age of the children. The head of the household receives a standard rate, according to the legislation in the respective year, the additional household members receive a percentage share of the standard rate. I add lease and heating costs based on average housing expenditure for the recipients of social assistance. Additional requirements for needy or elder people as well as for lone parents are also accounted for. Since the system of social assistance changed in 2005, I add lump-sum single payments to calculate the social assistance for the years before in order to assure comparability. To follow the methodology to compute the potential socialassistance level in detail, refer to the publications edited by the Federal Ministry of Labour and Social Affairs (2008a,b,c,d) . 9 I compute the non-seizable income by using the attachment tables to §850c Zivilprozessordnung (Code of Civil Procedure) that were valid in the respective year accounting for the number of household members liable for support and for non-seizable social transfers (e.g. child allowances). For details, see Federal Ministry of Justice (2007). less than the social assistance level, households could be overindebted without having debt. I therefore use the measure OI2 to define households as being overindebted only if they have debt obligations. One should keep in mind that an overindebted household may stop repaying the debt burden without falling below the current income level (that already lies below the subsistence level). The creditor runs the high risk of losing the lion's share of the outstanding debt even if the debt was secured. In addition to the dichotomous measures of overindebtedness, I use the measures of the debt performance DP1 and DP2 to display the financial fragility of a household. These measures show the margin of a household between current income after debt repayments and the subsistence level as well as its closeness to a situation of overindebtedness. DP1 indicates the distance between the household income (after debt payments) and the non-seizable income; DP2 shows the same for the socialassistance level. For example, a DP2 of 200 percent means that the household income minus monthly debt service is twice the amount of the potential social-assistance level of this household.
To examine whether certain adverse shocks to the household budget are triggers for severe household indebtedness, several household changes are included as explanatory variables in the later regressions, namely wedding, cohabitation, childbirth, separation, divorce, death of a partner, a child or a parent. Since the number of observations is very small for some of these events, I aggregate household changes for which I expect the same sign of impact on the debt performance of the household: death, divorce and separation form the variable "stroke" since all three events can be assumed to have a strong negative impact of the debt situation of a household. A case of death comes along with high expenses (e.g. funeral) and, possibly, income losses if the breadwinner dies.
Separation and divorce lead to income losses and higher expenditure due to missing economies of scale. As already discussed in the introduction, there are three channels for overindebtedness to evolve. In addition to income and debt, one has to consider the changes in subsistence level resulting from household events as well. However, the direction is the same for all single events that form the variable "stroke": Both the non-seizable income and the social assistance level decline if the event comes along with a reduction in household size (for divorce and separation, the number of household 8 members must not necessarily go down). Therefore, a case of death may even lead to a relaxation of the debt performance, even if the debt obligation of the dead person persists for the remaining household member: If the dead person was not an earner, the household income stays constant but the potential subsistence level declines. Thus, the margin between current income after debt repayments and subsistence levels increases.
In case of cohabitation or wedding, I expect a positive impact on income and expenditure due to benefits from pooled household expenditure or joint tax assessment. Both events form the joint variable "change". However, debt could rise if new borrowings e.g. for durable household appliances would dominate the effect resulting from the increased income. Furthermore, the subsistence level rises if the household size increases. This could put more tension on the relative debt situation.
Summed up, the interplay of the single effects (income, debt, subsistence level) makes it rather complicated to guess the impact of the trigger events on the relative debt situation of a household beforehand. Though, the single effects for the events aggregated in the variable "stroke" and the variable "change" are likely to work in the same direction.
In addition to stroke and change, I also include an indicator whether the head of household became unemployed in the previous year (variable "unemployment shock") and whether a child was born in the household ("childbirth"). Since both events generally lead to a reduction in income (and a childbirth to an increase in expenditure), I expect a negative impact on the debt performance of these occurrences. Again, the overall effect is more complicated. Unemployment could raise demand (but not supply) of debt, the subsistence level (non-seizable income) is negatively affected. A newborn can be expected to increase a household's debt demand. At the same time, both subsistence levels rise with the additional child.
To create the sample, I keep observations with valid statements on the relevant household characteristics, income, and debt components. Furthermore, I do not use observations with more than two adults in a household since I cannot assume that households with more than two adult members have a joint budget and, therefore, a joint debt situation. Per year (2002) (2003) (2004) (2005) (2006) (2007) , the generated sample includes 5,077 observations on the household level with the respective characteristics of the head of household. Table 2 shows the descriptive statistics of the generated sample. Over time, the household size slightly increases as well as the average number of children. The mean income of the household, its calculated non-seizable income and the calculated social-assistance level also rise over the single years (small The variables "stroke", "change", "unemployment shock", and "childbirth" refer to the respective events in the previous year. The number of observations is relatively small for all events. More than four percent of all households experienced a stroke, such as death, divorce or separation in the last year; this share is comparable to the share of households with wedding or cohabitation (the latter share One can see that the probability of being overindebted is higher for households if the head of household became unemployed in the previous year, as well as after a childbirth. This holds for both concepts of subsistence level. The same is true for the debt performance. Both debt indicators (DP1 and DP2) are lower for the mentioned household types. In contrast, overindebtedness is widespread in almost the same manner among households who recently experienced a stroke or a household change.
Descriptive results
The debt performance of these households is not notably different from the whole sample. The share of households with a housing loan is not quite different between the whole sample and the subsamples while the share of households with a consumer credit is much higher among households with stroke, change, or childbirth. These findings suggest different explanations: The impact of the income drop linked with unemployment on both the probability of being overindebted and the debt performance is not surprising. However, the similiarities of the debt situation for households with a stroke or a change event are not straightforward. A possible explanation is that household changes and strokes only show an impact on the debt situation after a certain period of time, even if these households use consumer credits more often. As for households with a childbirth in the previous year, it is not clear whether the effect is driven by the income and expenditure situation that comes along with the newborn or by the possibility that severely indebted households may decide to have more children.
Econometric methodology and results
The descriptive results indicate some statistical correlations between household changes and strokes on the one hand and the objective debt situation of the household on the other hand. Regression analysis can show whether these events have indeed a causal impact on severe household indebtedness.
The endogeneous variables are the dichotomous measures of overindebtedness as well as the continuos indicators of the debt performance for both concepts of subsistence level mentioned above.
The main interesting explanatory variables are stroke, change, childbirth, and unemployment shock. Furthermore, I include several control variables giving notice about the economic situation of the household (home ownership, outstanding housing loan), the household composition (number of children and adults) and of the head of household (employment status such as white collar, civil servant, full employment etc., education such as university entrance qualification and university degree, as well as socio-demograhic characteristics such as gender, lone parentship, and migrant).
I run fixed-effects and random-effects panel regressions. Since the within-variance is quite small for certain control variables (e.g. gender of the head of household, migrant), I exclude some explanatory variables from the fixed-effects regression that are mostly time-invariant. Stroke and change have no direct and significant influence on the probability of becoming overindebted. However, a changing number of adult household members does increase the risk of being overindebted (OI2, random effects). Therefore, stroke or change may have an indirect influence on household overindebtedness. Unemployment increases the risk of overindebtedness, recent unemployment for OI1; persistent unemployment for OI2 in the random-effects model for OI1 and in both models for OI2. For childbirth, the effects are different for both concepts of subsistence level.
Overindebtedness and debt performance
Childbirth affects OI1 negatively and OI2 positively. However, the coefficient of childbirth requires a joint interpretation with the number of children in the household: Therefore, childbirth alleviates the strong and positive effect of the number of children in the household for OI1 and aggravates it for OI2.
The dummy "housing loan" was introduced in the regression to account for the different debt situation of houseowners and tenants (compare to Bridges/Disney, 2004) . The coefficient is significantly positive and quite large implying that a housing loan is a main determinant of overindebtedness.
One may bring the argument forward that (secured) housing debt is much less worring than (unsecured) debt resulting from consumer credits. This statement is right since repayments of housing debt are a type of asset accumulation while high repayments for consumer credits could be an expression of potential bad financial management. Nevertheless, the diagnosis is quite similar: Due to their debt burden, these households have an income that lies below the subsistence level and are signed with a high financial fragility. Repayments for housing loans are indeed problematic if the remaining household budget is less than needed for the basic expenditures.
To quantify the impact of a trigger event on overindebtedness, Table 5 As expected, the picture is similar for the debt performance of a household (Table 4) . With an increasing DP1 and DP2, a household augments the margin between its current income after repaying debt and the subsistence level. Therefore, one can expect the opposite sign for the coefficients compared to the overindebtedness regressions. A positive coefficient indicates a relaxation of the debt situation. The number of children significantly decreases the debt performance; the same is true for childbirth and housing debt (both concepts of subsistence level). The age of the head of household has also negative but small influence on the household risk of entering overindebtedness (only DP2). This may reflect the fact that a household's income is highest in the middle ages. An unemployment shock does not affect the debt performance but an unemployed head of household does. A housing loan also lowers the debt performance (DP1 and DP2) notably. 
Household debt
As described above, the composed measures of overindebtedness and the debt performance include the household income, the debt service, and a subsistence level. A severe household indebtedness may therefore be caused by several channels: First, a certain trigger event may constitute before all an income shock while the debt burden itself stays constant. Second, the household debt may increase or decrease in response to the event. Since the effective debt burden of a household is influenced by debt demand and supply, both directions are possible: A household's debt demand may increase after a shock but the supply side may reject this request with a higher probability. Third, the subsistence level changes with the number of household members and the household income (non-seizable income).
To disentangle the different effects, I run further regressions to analyze how a household's debt burden evolves due to the different trigger events. The three relevant endogeneous variables are "credit" and "housing loan" (binary variables that indicate whether a household repays the respective debt type) and the "total debt service" of a household.
A potential problem arises from the endogeneity of household income. Trigger events may have a direct influence on the debt burden of a household (e.g. increasing expenditures after a birth or missing credit standing after becoming unemployed) but also an indirect effect via the household income since trigger events constitute an income shock. In addition, the income level itself may influence on the debt situation of a household. In contrast to many existing studies on household debt, I intend to control explicitly for the endogenenity of income and to thereby disentangle the direct and the indirect effect of triggers on the debt.
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The applied method is a 2SLS estimation. As identification restriction, I need an instrument that is highly correlated with the household income but has neither an impact on the probability of having a consumer credit or a housing loan nor on the monthly debt service. I use the firm size and the industry in which the head of household works 10 . I argue that firm size and industry have an impact on the labour income and, thus, on the current household income. However, neither firm size nor industry should ceteris paribus have an influence on the debt desired by a household or on its credit standing.
The results of the IV panel regressions are displayed in Table 6 . 
Fixed-effects and random-effects panel regression (OLS). Selected coefficients. GSOEP: Wave 2002-2007. 5,077 observations per year.
The impact of the so-called trigger events on household debt is lower than expected. Stroke and change have no influence on household debt; the coefficient for the number of adult household members only shows significance for the debt service, however on a very low significance level.
Recent unemployment increases the probability of having a consumer credit, as well as the debt service (the supply side does not seem to make an issue with the lost job). Childbirth only affects the probability of having a housing loan but in a negative way. The coefficient for the number of children 15 is significantly positive for housing loan and the total debt service. This indicates that housing loans are more frequent among families with children (one child rises the probability by about six percent) but a newborn halves this effect. Furthermore, an additional child increases the monthly debt burden by about 30-40 euros.
Though, this amount is quite small compared to the effect of a housing loan. Since housing loans constitute the main source of household debt, the strong impact of this debt type on the monthly debt service (500 to 600 euros) is not astonishing. However, another point is remarkable: A housing loan is likely to increase the probability of having a consumer credit (by about four percent). Even if the coefficient is only significant in the random-effects regression, house financing seems to serve as an entry to additional indebtedness.
The household income has a significantly positive and economically large influence on the probability of having a consumer credit (fixed-effects), as well as on the debt service (random-effects).
This means that the indirect effect of trigger events via the household income does not increase but rather lower the debt burden of a household. included in the appendix. The number of children has a significantly positive impact on the income.
However, this positive effect is more than compensated after a childbirth. But all in all, a further child does not drastically reduce the household income. The coefficient for the number of adults is quite large (about 1,000 euros per adult) and significantly positive. This indicates a strong negative income shock if an adult persons leaves the household (due to death, separation, or divorce). As expected, unemployment reduces the household income, recent unemployment, however, alleviates this effect notably. In case of unemployment, the household receives a comparably high wage replacement rate.
If the unemployment persists, the income level notably decreases. Stroke is only significant in the fixed-effects regression, the coefficient is economically small.
Conclusion
This paper has investigated the impact of trigger events such as strokes of fate (death, separation, Consumer credits are more frequent among households with a stroke or a change, the monthly debt burden is higher after a change or a birth.
The fixed-effects and random-effects panel regression have several findings. Childbirth and the number of children are very likely to increase the risk of being overindebted and also significantly worsen the debt performance of a household. However, the endogeneous measures of relative overindebtedness comprise income, debt service, and social-assistance level. My interpretation is that the debt measures worsen after a childbirth mainly due to the increased debt burden and the increased subsistence level while I could not find clear evidence of an income shock resulting from a newborn.
Unemployment is also a trigger event for severe household indebtedness. However, the operating channel is different: The income shock associated with (persistent) unemployment seems to play the main role to worsen the measures of indebtedness while there is only a minor impact of unemployment on debt itself (consumer credits and total debt service) and on the subsistence level.
The picture is more complicated for strokes of fate and changes in household composition.
Both events do not show a significant own effect on the risk of being overindebted, the debt performance, and the amount or type of household debt. However, the number of adults in the household has (at least in the random-effects regression) a significant influence on the severity of household indebtedness. Several effects work against each other. If an adult leaves the household, the income drastically declines. At the same time, the potential subsistence level goes down. The latter effect attenuates the former one. The income drop resulting from the vanished adult household member rather mitigates the debt burden of a household, at least the total debt service and the probability of having a consumer credit. The same is true, with opposite signs, for change if this event is associated with an additional adult moving in the household. My understanding is that a stroke does constitute a trigger event for severe indebtedness if it is linked with the loss of an adult household member. However, the reason for the worrying debt situation is not the debt itself but the income shock.
My findings have several policy implications to tackle relative overindebtedness: As for families, the main point is to achieve an income that exceeds the increase in the subsistence level and that enables the household to handle a rising debt burden (housing loans). Additionally, one has to make sure that families are indeed able manage their housing finance. Regarding unemployment as well as strokes, income stability is a central issue. The associated income shock constitutes a main threat to the household budget.
Further research is needed to get more insights into the field of household debt. Firstly, empirical evidence on debt persistence is desirable. Debt does not disappear after a short time.
Therefore, it could be quite interesting to understand how a household's debt burden evolves over time and how it adjusts due to household characteristics and certain trigger events. Secondly, data limitations are still a hurdle for empirical research on debt. A notable part of household debt is not covered; several important aspects (e.g. consumer insolvency) cannot be accounted for. 
